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Notes of the Month 


Territorial Waters and the Onassis Case 

THE legal problems arising from the Peruvian claim to a 200- 
mile maritime belt and the consequent seizure of part of the Onassis 
whaling fleet are related to the doctrines of territorial waters and 
the continental shelf. 

In classical international law the territorial belt was regarded as 
being the limit of gunfire and this cannon-shot rule became 
synonymous with three miles. Although this was the generally 
recognized distance there were deviations, of which perhaps the 
most famous is the four-mile belt claimed by Norway. Such devia- 
tions require recognition by other States to become valid, and the 
United Kingdom recognized the Norwegian claim for the purposes 
of the Fisheries Dispute in 1951. 

The League of Nations called an international law codification 
conference in 1930 and territorial waters was one of the subjects 
discussed. Despite the generally accepted belt of three miles it 
proved impossible to secure universal agreement. The result of the 
Conference was that it became clear that international law recog- 
nized a belt of territorial waters at least three miles wide. Since 
then, claims up to twelve or fifteen miles have been made in various 
areas, but none has secured general recognition. Nor has there 
been any general agreement as to the method of drawing the base 
line from which territorial waters should be measured. As was 
pointed out by the World Court in the Anglo- Norwegian Fisheries 
Case, States are free to adopt what method they like so long as the 
lines follow the general direction of the coast. The decision is only 
authoritative on this narrow issue of the method of drawing the 
base lines and gives no ruling as to the width of the territorial belt. 

President Truman in 1945 issued two Proclamations and two 
Executive Orders on fisheries and the natural resources of the 
sea-bed off the coasts of the United States. These documents 
asserted the right of the United States to exercise jurisdiction and 

I 
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control over the natural resources of the sea-bed and the subsoil of 
the continental shelf of the United States, which was defined as 
extending to the 100 fathom line. The United States did not claim 
sovereignty over this area, nor did she purport to annex the waters 
above the shelf or interfere with the normal rights of international 
shipping in the area. 

Other States followed this example and lodged similar claims, 
but many went further than that on which they claimed to be 
modelled, for they asserted sovereignty over the shelf and the seas 
adjacent to the coasts. There is little or no continental shelf off the 
Pacific coast of Latin America, yet in June 1946 Chile issued a 
Proclamation claiming sovereignty over the seas and shelf con- . 
tiguous to her coast regardless of depth and extending to a line 
drawn parallel to the coast at a distance of 200 miles from it. Peru 
and other Latin American countries (Costa Rica, Ecuador, El 
Salvador, and Honduras) issued similar Proclamations. All these 
claims have been met by protests and declarations of non-recogni- 
tion from, among others, Norway, the United Kingdom, and the 
United States, while in 1953 the International Law Commission 
recognized the validity of claims to the resources of the continental 
shelf only to a depth of 200 metres. 

In 1952 Chile, Ecuador, and Peru agreed to support each other 
in their attempts to protect their ‘sovereignty’ over the 200-mile 
zone, and in 1954 it was made clear that Peru intended exercising 
her alleged jurisdiction over this area to exclude a whaling fleet 
belonging to Mr Onassis, an Argentine national, flying the Panama 
flag, manned by Germans and Norwegians, and insured in London. 
Maritime States made further protests, but when the vessels 
entered the 200-mile zone some were seized, and there is some 
evidence that guns and bombs were used to effect their capture. 
Seizure on the high seas—and unrecognized claims to vast marine 
areas do not alter their character as high seas—of vessels carrying 
on their legitimate business is akin to piracy and the use of bomb- 
ing aircraft amounts to an exercise of purported belligerent rights 
which, to be legal, again requires recognition. 

Peru herself recognizes that her claim constitutes a deviation 
from accepted rules of international law. On 3 December 1954 her 
Foreign Minister declared that ‘the world must accept the fact 
that America is elaborating its own code of rights based on social 
needs which are at variance with the freedom of the seas’, and on 
13 December, after the fine imposed on Mr Onassis had been paid, 
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the Chief of Naval Headquarters at Lima declared that this recog- 
nized the Peruvian claim to sovereignty. These statements show that 
Peru regards her action as being inconsistent with accepted law 
and requiring recognition. They ignore, however, that the fine was 
paid while reserving all legal rights, and that regional international 
law, where it differs from generally accepted rules, is only applic- 
able among and against the members of the region and those 
non-members accepting it. 

Peru has declared that she will not accept international judicial 
settlement in this matter, for she ‘does not admit of her sovereignty 
being judged’. This does not alter the fact that in international law 
Argentina has a claim in respect of the losses suffered by the owner 
—she has however declared her support for Peru; Panama for 
interference with ships flying her flag; Germany and Norway for 
any injury suffered by members of the crews who are their na- 
tionals; and the United Kingdom on behalf of the insurers. In 
addition, the Organization of American States has competence 
over a matter affecting the good relations of its members, and here, 
in view of the large number of American States who have claimed 
sovereignty over the continental seas, it is doubtful whether Peru’s 
actions would be condemned. The United Nations can also deal 
with the problem as a matter affecting friendly relations between 
Members requiring pacific settlement, or even as one, in view of 
the resort to armed force, requiring enforcement or preventive 
measures. Given the common interest of the leading maritime and 
fishing States this might prove an example of Big Five unanimity. 

Should Peru prove unwilling to compromise—and she has com- 
mitted herself to an extent that would make this difficult—a veri- 
table impasse would ensue, for this is a matter on which the 
maritime Powers, especially the United Kingdom and the United 
States, cannot give way either. 


The Saar Convention: Differences in Interpretation 


THE Franco-German Agreement on the Saar! concluded in 
Paris on 23 October 1954 is intended ‘to do away with any occasion 
of conflict’. But it has become a bone of contention. Both Govern- 
ments appended commentaries for the guidance of their legisla- 
tures who have to adopt or reject the Agreement together with the 
other Paris Agreements. The German Begriindung was instantly 
attacked in France as being against the spirit, and even the letter, 

‘Cmd. 9306 and The Times, 26 October 1954 (both unofficial translations). 
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of the Agreement. The French exposé des motifs was denounced in 
Germany in almost identical terms. 

The need for amplification was felt more urgently in Germany 
since the Agreement, in the official German view, really is, as it 
says in the Preamble, a set of ‘principles which will form the basis 
of a solution of the Saar problem’. The French exposé, on the other 
hand, states that the Agreement is ‘not a declaration of principle 
or a prefiguration of the future statute [the French word actually 
has two meanings, that of ‘status’ and that of ‘statute’] of the Saar, 
but the statute itself’.! The Federal Government sees the Agree- 
ment as ‘a kind of provisional modus vivendi until the final settle- 
ment of this all-German question by a peace treaty between Ger- 
many and her former enemies’.2 M. Mendés-France, after de- 
claring that the Agreement would herald an era of constant and 
fruitful relations between France and the Federal Republic in- 
dispensable to the consolidation of the free world, went on to say 
that ‘the supreme interests of all its people forbids any State 
assuming the heavy responsibility of calling it [the Agreement] in 
question again’. That, however, is the very subject on which there 
is Franco-German disagreement: the French regard the European 
status of the Saar as something definitive, the Germans as some- 
thing provisional. 

The French point of view was put in Le Monde (3 December 
1954). The article challenges the historical part of the Begriindung, 
which rests on the German contention that de jure the Saar never 
ceased to be part of Germany (i.e. the Germany within the frontiers 
of 31 December 1937). It then attacks the German interpretation 
of the Saar Agreement in three particulars. The first is the Euro- 
pean character of the Saar statute (or the status of the Saar) which, 
according to the paper, is denied by the Federal Government, 
while Article 7 (an obvious misprint for Article 1) of the Agreement 
is quite clear on this point and says: “The purpose of the solution 
envisaged is to give the Saar a European statute within the frame- 
work of the Western European Union.’ The second point is the 
duration of the new statute: according to Le Monde, the Bonn 
Government asserts that, in accepting a new referendum of the 
Saarlanders after the conclusion of a peace treaty with Germany, 
France has undertaken to refer back to the population of the Saar 
the decision regarding the final fate of the territory; whereas in 


! Figaro, 15 December 1954. 
* Frankfurter Allgemeine Zeitung, 23 November 1954. 
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fact she has done nothing of the sort. France, says Le Monde, has 
ory undertaken to submit to the Saar population for its approval 
‘eventual provisions of the peace treaty affecting the Saar’ (in the 
French text: ‘les dispositions qui pourront étre prises en ce qui 
concerne la Sarre’; German: ‘Bestimmungen im Friedensvertrag 
iiber die Saar’). At that point ‘France will obviously demand... 
the definitive consolidation of a European status to which the Bonn 
Government wants to give an essentially provisional character’. 
On the third point, concerning the continuance of the economic 
and monetary union between France and the Saar, Le Monde 
declares that Bonn’s view of ‘the new concept of economic co- 
operation’ as the antithesis of the concept of economic union con- 
flicts with the provisions of Art. g (actually 12b) whereby ‘the 
progressive extension of economic relations between the Federal 
Republic of Germany and the Saar shall not endanger the Franco- 
Saar currency union and the application of the Franco-Saar 
economic conventions’. 

In fact the provisions of the Agreement in their entirety are not 
very clear. Art. 12 also says: ‘(a) The principles upon which the 
Franco-Saar economic union at present rests will be incorporated 
in an agreement on economic co-operation to be concluded between 
France and the Saar . . . (6) In regard to economic relations be- 
tween the Federal Republic of Germany and the Saar, the aim 
will be to create relations similar to those existing between France 
and the Saar.’ 

Dr Adenauer in a recent debate in the Bundestag gave an assur- 
ance that he does not accept the French interpretation of the Saar 
Agreement as contained in the official French exposé and that he 
will try to achieve clarification with M. Mendés-France, and, 
failing that, will ask for Anglo-American mediation. The rap- 
porteur of the French Foreign Affairs Commission, on the other 
hand, accused the Bonn Government of taking up a position ‘so 
tendentious that it requires all our patience . . . not to recommend 
formal opposition to a text which one must suppose had been 
signed by our partners with the intention of drawing conclusions 
opposite to those for which the agreement had been signed’.! 

‘The French insistence on the permanent nature of the detach- 
ment of the Saar from Germany was expressed as follows by M. 
Mendés-France: ‘It goes without saying that the French Govern- 
ment will demand a confirmation of the European status of the 


1 The Scotsman, 17 December 1954. 
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Saar at the negotiations for the peace treaty which must finally 
fix Germany’s frontiers and in which the Saarlanders will be con- 
sulted. In the course of the peace negotiations the French will 
insist on British and American support in conformity with formal 
assurances given by these Governments on 10 April 1947, and 
repeated subsequently.’! Immediate French reaction to Dr 
Adenauer’s proposal ot further clarificatory negotiations and 
eventual British and American mediation was negative. 


Japan after the Fall of Mr Yoshida 


Tue fall of Mr Yoshida came about both through hostility to 
his autocratic methods and growing resentment at what was 
held to be his unduly pro-American policy. Months of political 
intrigue culminated on 24 November in the formation of the Japan 
Democratic Party, composed of a coalition of dissident Liberals 
under Mr Ichiro Hatoyama and the Progressives, led by Mr 
Mamoru Shigemitsu. ‘The first objective of the new Party was to 
oust Mr Yoshida and it obtained promise of support from the 
Socialist Parties in a vote of non-confidence against him, though 
at the price of agreement upon dissolution of the Lower House 
early in 1955. Mr Yoshida wished to face his opponents and, if, as 
was a foregone conclusion, he were outvoted, to dissolve the Lower 
House immediately and appeal to the electorate. But Liberal cam- 
paign funds were probably low after the last election of March 
1953, and the Party managers and backers decided that this time 
Mr Yoshida must go. His enforced resignation was followed on 
10 December by the organization of a new Cabinet, with Mr 
Hatoyama as Prime Minister and Mr Shigemitsu as Deputy Prime 
Minister and concurrently Foreign Minister. 

Mr Hatoyama, the founder of the Liberal Party, has at last had 
vengeance on Mr Yoshida, but he is unlikely to emulate the latter’s 
long tenure of office. Mr Hatoyama is an able politician, but he has 
never shown outstanding qualities of leadership; he is, moreover, 
seventy-one and in none too good health. His Cabinet is hardly 
a harmonious body. It includes, as Minister of Finance, Mr 
Hisado Ichimada, who has been Governor of the Bank of Japan 
and a supporter of Mr Yoshida’s deflationary policy. But it also 
contains as Minister of International Vrad¢ and Industry Mr Tan- 
zan Ishibashi, who has long inveighed ay:ainst the Bank of Japan’s 
policy and has demanded a measure of infiation. 

1 ihid. 
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It is possible that a compromise may be reached between these 
opponents, but any modification of the ‘tight’ money policy or 
relaxation of import controls will further unbalance Japan’s over- 
seas trade and threaten her foreign exchange reserves. It is here 
that the problem of foreign policy arises. Japan has a heavy adverse 
balance in her trade with the United States and, latterly, with the 
Sterling Area also. Mr Yoshida’s real crime, in the eyes of Japanese 
business circles, was that he could get no concessions from the 
United States or Great Britain sufficient to offset this, while he 
continued to follow Washington in imposing restrictions on 
Japanese trade with China, and in keeping aloof from the Peking 
Government. The Japan Democratic Party has pledged itself to 
pursue an independent foreign policy and to make all possible 
efforts to expand Japanese foreign trade. Mr Hatoyama himself 
recently declared that, while he was a stout opponent of Com- 
munism, he saw no reason for severing diplomatic and commercial 
relations with any country just because it was Communist. 

This suggests that the new Government would like to enter into 
diplomatic relations with Communist China and with the U.S.S.R., 
in the hope of thereby facilitating an expansion of trade, in parti- 
cular with the former country. But any Japanese recognition of 
the Chinese People’s Government would alienate the United 
States, upon which Japan is still economically and militarily de- 
pendent. Mr Shigemitsu, in an endeavour to quiet any fears in 
Washington, has given an assurance that Japan will continue to 
co-operate with the free nations of the world, especially with the 
United States. He declared, however, that she will follow the 
policy of peaceful co-existence with the Communist Powers and 
will seek to expand her trade relations with them. 

Here is the other horn of the dilemma. The U.S.S.R. and Com- 
munist China have both assiduously courted Japan and have made 
lavish promises to her of increased trade. ‘They stipulate, however, 
that Japan should make treaties of peace with them, on terms which 
would include some sort of non-aggression pact. ‘Their obvious 
aim is to remove Japan from the American fold. Unless Japan 
responds, trade will continue to be limited and Japanese fishing 
boats to be seized if they venture anywhere near the Chinese or 
Russian coasts. Japan, however, can make no such agreements 
without violating the general Peace Treaty of San Francisco. ‘Thus 
Mr Hatoyama’s freedom of manoeuvre in the foreign field appears 
very circumscribed. 
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In domestic affairs the new Government is pledged to revise 
the 1947 Constitution and to further rearmament. But, assuming 
that the former Yoshida Liberals, now led by Mr Ogata, remain in 
opposition, Mr Hatoyama will be dependent upon the support of 
the Socialist Parties, who are opposed to an increase in armaments 
or to any restoration of the pre-1947 titular powers of the Emperor. 
The Left-wing Socialists, in particular, can hardly reverse their 
stand in these matters without alienating a large section of their 
electoral support. Thus the Hatoyama regime seems doomed to 
be ineffectual. Yet it marks the beginning of a trend in foreign 
affairs which the next elections may well accentuate. 


The Economic Crisis in Brazil 

THERE are as yet no definite signs that the economic crisis which 
has troubled Brazil during the past few months is subsiding. 

Among the immediate causes of the crisis, the decline in coffee 
exports and internal inflation have been the most pronounced. 
Coffee exports began to fall heavily in June 1954, when the then 
Finance Minister, Sr Aranha, fixed a minimum price for coffee at 
a level above that ruling on the New York market. Internal infla- 
tion received fresh impetus from the steep increase in minimum 


wages decreed, no doubt largely for political reasons, in May 1954 
by the late President Vargas. 


Thus the new Government which came to power under Presi- 
dent Café Filho after President Vargas’ death on 24 August 1954 
inherited a situation characterized by a growing shortage of foreign 
exchange and the progressive weakening of the currency. ‘The key 
post of Finance Minister was given to Sr Gudin, an engineer and 
eminent economist who, supported by the newly appointed Presi- 
dent of the Banco do Brasil, Sr Mariani, declared his determination 
to attack the basic problem of inflation by stringent austerity 
measures, credit restriction, the elimination of inflationary Govern- 
ment budgeting, and curtailment of the note issue (his predeces- 
sor’s chief means of financing Budget deficits). But in the pre- 
vailing atmosphere of uncertainty he has met with considerable 
difficulties, and in particular with opposition from some influential 
quarters. Evasion of taxes and of customs and exchange regula- 
tions present a special problem. In this way the Government has 
been losing revenue estimated at Cr. $8,000 million annually, 
which represents no less than 80 per cent of the minimum Budget 
deficit anticipated for the current year. It remains to be seen 
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whether Sr Gudin will be more successful than his predecessor in 
overcoming these obstacles at a time when the prospect of a 
Presidential election later on in 1955 is liable to influence policy. 

Meanwhile the inflationary spiral appears to continue unabated. 
The free market value of the cruzeiro, which improved for a time 
after Sr Gudin’s-appointment, soon began to slip once more and 
deteriorated to over Cr. $200 per £ by the beginning of December, 
as compared with Cr. $105 in January 1954 and Cr. $180 at the 
time he took office. Sr Gudin has repeatedly denied rumours of an 
impending devaluation of the cruzeiro or of a change in the coffee 
policy. He has retained in principle the so-called Aranha plan, a 
system of simultaneously subsidizing exports and curtailing im- 
ports by auctioning foreign exchange. The de facto dollar price for 
coffee had already been lowered by Sr Aranha in mid-August, but 
exports still remained at disappointingly low levels. 

Besides curbing dollar imports, the Government has been seek- 
ing loans from the United States to tide the country over her 
present difficulties. In September 1954 Sr Gudin obtained short- 
term credit totalling $160 million from the Federal Reserve Bank, 
and on 22 November it was announced that a syndicate of nineteen 
U.S. commercial banks had made available a $200 million five- 
year loan to Brazil. This is to be used for the repayment of the 
above-mentioned short-term credits, leaving the balance of $40 
million to cover current commercial debts. Over and above these 
credits Brazil had already obtained a loan of $300 million from the 
Export-Import Bank, but this now entails repayments at the 
monthly rate of $4-2 million, and she has also a fairly substantial 
backlog of commercial debts, including those owing to the U.K. 

The Government has also announced that in future public 
investment is to be limited to the most urgent projects—those for 
the development of electric power supplies and transport facilities. 
‘The development of Brazil’s oil resources is equally urgent. During 
the past five years petroleum imports amounted to no less than 
15 per cent of the country’s total import bill. Fresh controversy 
has consequently arisen over the wisdom of the continued exclu- 
sion of direct foreign participation which has applied since the 
establishment in October 1953 of PETROBRAS, the Government- 
controlled monopoly. The encouragement of foreign capital invest- 
ment in Brazil has been advocated by the Foreign Minister, but 
there are signs of strong opposition from the exponents of 
economic nationalism. 





The Russo-Yugoslav Detente 


THE change of climate in relations between Moscow and Belgrade 
is perhaps one of the most interesting results of the general easing 
in East-West tension. It may well be that the end of hostilities in 
Korea and Indo-China led to the establishment of certain definite 
situations which are likely to remain unaltered for some years to 
come, unless a radical improvement or deterioration occurs in the 
relationship between the Western Powers and the Communist 
States. The rapprochement between Russia and Yugoslavia, how- 
ever, continues to develop; and it is difficult to say at this stage 
whether, if the present relaxation of tension continues, the two 
Communist States will not evolve some new form of international 
relations. Since Stalin’s death there has been much talk in Moscow 
of co-existence between countries of different political systems; in 
the case of the U.S.S.R. and Yugoslavia another type of co- 
existence has already been achieved, namely co-existence between 
countries which, to all intents and purposes, are not so greatly 
different as far as their political systems are concerned. Russia has 
now abandoned her open hostility towards the Yugoslav Com- 
munist State; the incessant border incidents with Yugoslavia’s 
Cominform neighbours have ceased, diplomatic relations have 
become more and more normal, the economic boycott of Yugo- 
slavia by the Soviet Union and her satellites has come to a virtual 
end, and the outpourings of propaganda on both sides—riddled 
with an extremely liberal use of invective and abuse—are sub- 
siding and giving way to ever-growing exchange of courtesies. 
Some contacts are also being established anew in the fields of 
culture and sport. 

There is little doubt that the rift between Yugoslavia and the 
Cominform created major difficulties for the Soviet Union. 
Moscow’s prestige in the satellite countries was lowered. Tito’s 
defection created a completely new situation in the pattern of 
Communist policy: for the first time there arose an adversary 
within the orbit who would neither recant nor allow herself to be 
broken. Moreover, the Yugoslav leaders were not survivors of pre- 
1939 bourgeois political systems; on the contrary, they were pro- 
fessional revolutionaries with few middle-class associations, inhi- 
bitions, or scruples. The old Comintern, and the Soviet Com- 
munist Party itself of course, had known heretics; but ‘Tito was the 
first of these to decline the offer to repent in sackcloth and ashes. 

10 
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He knew Communist technique only too well from within: he and 
his colleagues would not go to Moscow, confess their sins, and 
expose themselves to extinction, either physical or political or 
both together. The situation was made even more piquant by 
‘Tito’s vigorous denial of any imputations of heresy. The seat of 
Communist orthodoxy, he said, had been moved to Belgrade 
where most faithful Communist disciples of Marx and Lenin were 
building the Communist version of socialism in one country—in 
Yugoslavia. 

Failing to suppress the Titoist deviation, the Soviet Union em- 
barked on a policy of isolation of Yugoslavia and of open hostility 
towards her former ally, disparaging the Partisans’ contribution to 
the war effort and claiming that the rulers of Yugoslavia were turn- 
coats, servants of Imperialism, foreign agents, and so on. The 
Cominform-imposed economic blockade certainly created major 
problems for the Yugoslav Government and people, but the Yugo- 
slavs had been used to difficult times in the past. That in 1948 they 
were defying the whole world must have satisfied some of the more 
egocentric traits in their national character. Here, in a way, was a 
repetition of the war-time situation: once again they were cut off; 
and during the war, surrounded by enemies, they had been able to 
set up a successful resistance movement. ‘Then, as an eye-witness, 
Brigadier Fitzroy Maclean, recorded, the outside world did not 
seem of immediate interest and importance to them: ‘What 
mattered was their War of Liberation, their struggle against the 
invader, their victories, their sacrifices. Of this they were proudest 
of all, that they owed nothing to anyone; that they had got so far 
without outside help.’! Tito’s defiance of Moscow must have en- 
hanced his prestige with lukewarm supporters in his country: a 
continuation of the process that began during the war when this 
Communist’s leadership became a rallying point of national 
aspirations. Moreover, the break with the Cominform has gradu- 
ally brought Yugoslavia nearer to the West; and, accepting aid 
from the Western Powers (over $400 million in aid and at least 
$300 million in credits since 1950*), Yugoslav Communism has 
become more mellow and lenient in its internal policies, whiie the 
regime has lost some of its pronounced Police-State features. 

From the Soviet point of view, the anti-Yugoslav policy— 
generally ascribed to Stalin himself—failed to produce any tangible 


1 Eastern Approaches, by Fitzroy Maclean (London, Cape, 1949), p. 324. 
2 The Economist, 16 October 1954. 
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gains; all the results were highly negative. Instead of collapsing in 
utter defeat and starving, the Yugoslav State, after some initial 
difficulties, began to thrive and continued to do so, entering into 
an ever-growing co-operation with the West and allowing for a 
certain amount of defence integration against potential aggressors 
in the Balkans, i.e. against Russia and her satellites. 

Since 1948 many changes have taken place. The days when 
Tito’s Yugoslavia had literally no friend in the world are a thing of 
the past. Despite the shock of expulsion from the Cominform, the 
Marshal and his colleagues for some time continued to appraise the 
Western world through Moscow-made spectacles: after all, they 
could not shake off at once that Weltanschauung which had been 
part and parcel ot their lives for so many years. But gradually the 
Yugoslavs succeeded in freeing themselves of these fetters too: 
they ceased to view the West and its aims under the formulation of 
Communist clichés; they also showed willingness to be drawn into 
collaboration with the Western Powers, based on greater under- 
standing. In fact, whether they like it or not, ‘Tito’s Communists 
have become a part of Western Europe. This too, from the Soviet 
viewpoint, is a highly negative result. 

As long as Stalin was alive no attempts were made to alter this 
situation which appeared likely to continue for some time. But 
with changes in the Kremlin leadership a reversal came about, 
based principally on an attempt to salvage what could still be saved 
from the wreck of former Soviet-Yugoslav amity. Russian, rather 
than Yugoslav, overtures have led to a considerable improvement 
of relations—to their ‘normalization’, to use Tito’s recurrent 
phrase which is coupled with renewed stress on his affirmation that 
Yugoslavia would never return to her pre-1948 satellite status. But 
Moscow has continued to curry favour with Belgrade, and by the 
end of 1954 it could be said that this policy had yielded definite 
results. Perhaps the most significant restatement of Russia’s posi- 
tion towards Yugoslavia came in the customary political pro- 
nouncement of 6 November, on the anniversary of the Bolshevist 
Revolution, which was made this year by Maxim Subarov. Mr 
Subarov, a deputy to Mr Malenkov and chief of Soviet State 
Planning (i.e. presumably a close adherent of Mr Khrushchev’s 
economic and other internal policies), went out of his way to dis- 
cuss Moscow—Belgrade relations. He urged their ‘complete nor- 
malization’, and hoped that Yugoslavia would reciprocate the 
Russian efforts to renew her ‘ancient bonds of friendship’. Recent | 
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quarrels, Mr Saburov added, had benefited only the enemies of 
peace who were also the enemies of Russia and Yugoslavia. The 
inference was crystal clear. 


AFTER THE DEATH OF STALIN 


In order to see the present change in perspective it is necessary 
to go back to March 1953. Yugoslavia’s relations with Russia and 
the satellites were then, perhaps, at their worst, especially since in 
February Tito had concluded a treaty of friendship with Greece 
and Turkey, thus placing himself in Moscow’s eyes right in the 
middle of the Western camp—an action which provided plenty of 
embellishment for propaganda pictures depicting the Marshal as 
being in the pay of Western imperialism as its sworn agent and the 
oppressor of popular feelings in the Balkans. Tito’s position to- 
wards the West was by now fairly strong. Before entering into his 
accord with Athens and Ankara, he had felt sufficiently confident 
in the closing months of 1952 to denounce the West for what he 
described as its failure to accept Yugoslavia wholeheartedly as an 
ally; he threatened to cancel his forthcoming goodwill visit to the 
United Kingdom, and complained about the inadequacy of 
Western aid. Moreover he made a number of gestures that seemed 
to be primarily intended as a show of strength: he broke off diplo- 
matic relations with the Vatican; he seized some Italian fishing 
vessels ; he rejected the Italian proposal to refer the Trieste issue to 
the International Court of Justice. All this did not appear too 
serious: in fact, assistance from the West continued to arrive in 
Yugoslavia at an increased rate. 

Stalin’s death was considered in Belgrade—as many Western 
correspondents cabled back at the time—as the best news since the 
war, and was received there with ill-concealed glee. As to foreign 
policy, a world without Stalin would obviously open up new 
vistas. When ‘Tito came to Britain (16-21 March 1953) his un- 
rivalled personal knowledge of Malenkov appeared to offer a major 
asset in the general re-appraisal of East-West relations. Shortly 
afterwards, Yugoslav leaders showed themselves only too willing 
to offer enlightenment to the world at large on the new Soviet 
policies. Early in April Kardelj was saying that the changes in 
Moscow had been conditioned by a search for popularity among 
the masses, and by an attempt to disavow Stalin’s policy.’ The new 
men in Moscow, as Tito himself put it, were trying a denial of 

1 The Times, 8 April 1953. 
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Stalinism.! This ‘denial’ had begun to show effects in Yugoslav- 
Russian relations. The 1953 May Day slogans failed to include 
references to the valiant Yugoslav people struggling against Tito 
and his capitalist masters, and on 29 April Molotov received the 
Yugoslav Chargé d’Affaires in Moscow, Djuri¢. It was, however, 
not until well on in May that the Western world learned of this 
meeting. As it resulted in the appointment of a new Soviet Chargé 
d’ Affaires to Belgrade (Mr Kirsanov), Yugoslav circles in London 
made it known that the importance of the Molotov-Djuri¢ inter- 
view should not be exaggerated: there were still no signs of a real 
détente, anti- Yugoslav propaganda continued to pour from Mos- 
cow and other East European capitals, and incidents were still 
taking place on the frontiers with Hungary and Bulgaria. If Russia 
had really wished to improve relations, it was added, she would 
have appointed a new Ambassador to replace Mr Lavrentyev, 
recalled from Belgrade in 1949.’ 

Nevertheless not many months elapsed before this too material- 
ized. In fact, in July 1953 agrément was granted for Vassili Valkov 
to become the new Soviet Ambassador to Yugoslavia, and Dob- 
rivoje Vidié was named Yugoslav Ambassador in Moscow.* When 
Valkov arrived in the Yugoslav capital at the end of July and Vidié 
took up his post at Moscow in September the formalities of a 
diplomatic rapprochement were completed. 

In the meantime, Yugoslav policy also stood in need of a re- 
appraisal. The easing of East-West tension could bring in its wake 
some new form of diplomacy by conference which might perhaps 
endanger the position of small States, and especially of Yugo- 
slavia—still, as it were, rather precariously balanced on the razor’s 
edge. The Yugoslavs must have felt uneasy about their newly-won 
positions, fearing—without much justification—that they might 
become the object of Great-Power bargaining if and when 
containment of Soviet Communism should give way to a division 
of the world into spheres of influences drawn afresh. Hence the 
line was adopted in Belgrade of offering advice to the Western 

‘In a statement to U.S. News and World Report (Daily Telegraph, 14 April 
‘3 The Times Diplomatic Correspondent, 20 May 1953. 

* Valkov, appointed to Yugoslavia at the age of thirty-nine, is a former 
University professor. He had entered the Soviet diplomatic service in 1939. 
Between 1942 and 1945 he served as Counsellor in London, and was then until 
1949 Russia’s Ambassador to the Netherlands. Vidié, also a young man (he is 
thirty-six), after diplomatic service in London went in 1952 to Rangoon as 
Ambassador. A Communist Party member since 1937, he had a distinguished 
career in the Partisan movement. He had not previously been to Russia. 
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Powers, re-emphasizing the strategic importance of Yugoslavia, 
and trying to obtain a satisfactory solution of differences with 
Italy. It must have also been thought that if, as the result of new 
policies, some changes were to be made, they should under no cir- 
cumstances be at Belgrade’s expense but at that of Rome. On 
17 May ‘Tito delivered a major foreign policy speech at Slavonski 
Brod and referred to Churchill’s call for Great Power talks. ‘The 
Marshal deigned to approve the idea of a meeting, but only in an 
exploratory form. He voiced Yugoslavia’s suspicions of deals 
among the Great Powers because of past experiences. ‘The speech 
also contained some strong words directed against Italy and a 
novel approach to the Trieste issue. It was immediately noted in 
Rome that Tito was in fact reiterating the Soviet thesis, i.e., that 
the Italian Peace Treaty should be implemented in full and 
Trieste become an autonormous Free ‘Territory. ‘hus ‘Tito, it was 
felt in Rome (as The Times correspondent reported from the 
Italian capital), was ‘aligning himself with the position which 
Russia has stubbornly held for eight years’.? 


BETWEEN EAST AND WEST 


But ‘Tito was careful not to press his point too hard. Less than a 
week later, speaking to foreign diplomats and air attachés (with no 
Cominform representatives present) on the occasion of the tenth 
anniversary of the Yugoslav Air Force, he pledged his regime’s 
loyalty to the West. The relations with the East, he said, were not 
yet satisfactory. “They are still shooting rifles at us . . . Their press 
still attacks us. . .’ Even if the Soviets were to moderate their pro- 
paganda, this would not suffice to change Yugoslavia’s position 
overnight. All that Yugoslavia desired was normal relations with 
the Communist States in the East. The West should rest assured, 
for—as he declared—‘Yugoslavia is not a fickle, turncoat country. 
Our people have never betrayed their allies.’ Yugoslavia would 
never alter her attitude to the West, ‘no matter what our relations 
with the U.S.S.R. might be’, and would never forget the support 
given to her in the most difficult period of the country’s history. 

But the Yugoslav Government was also determined to obtain 
maximum advantages from the new climate in relations with the 
East. By the end of May the Foreign Secretary, Kota Popovié, 
stated that if Russia was willing, Yugoslavia would be ready to 
negotiate the settlement of cold-war differences in the Balkans. 

1 The Times, 18 May 1953. 

B 
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Fears could however also be discerned lest an improvement of rela- 
tions with Moscow might have an adverse effect on Yugoslavia’s 
links with the West. Speaking at Pazin on 16 June Tito foreshadow- 
ed further Russian concessions to the West, for the Soviets had 
been forced to abandon Stalin’s policy which led into a blind 
alley. He admitted that the Soviet Government ‘smiled a little on 
Yugoslavia’; but ‘they will not blind us with their smiles’. Russia 
would never be able to rectify the wrong that she had done to 
Yugoslavia. 

In the months that followed this theme was recurrent in Yugo- 
slav statements, but by September a certain amount of nervousness 
could be discerned in Belgrade. Rumours were afoot that the West 
might offer some concessions to Italy over ‘Trieste.’ Finally on 
8 October Britain and the United States announced that, in view 
of the failure of all previous attempts to solve the Trieste problem, 
they had decided to end the Allied Military Government in 
Zone A. It is not surprising that this statement, which appeared to 
open up the way to Trieste’s eventual incorporation into Italy, 
provoked vigorous, outspoken, and bitter comments from Bel- 
grade. In fact, relations between Yugoslavia and the West had 
reached a point of real danger. Four days later the Soviet Union 
sent notes to London and Washington describing the Anglo- 
American decision as a gross violation of the Italian Peace Treaty. 
On 13 October Mr Vyshinsky asked for an immediate meeting of 
the Security Council. In spite of the heat of the argument, the 
Yugoslavs assessed the situation in a cool and restrained way. 
Moga Pijade openly declared that the Soviet move was made 
neither in the interest of Yugoslavia nor of the people of Trieste; 
she cared for these no more now than she did in 1948.* The Rus- 
sians were determined to take advantage of the situation; courtesy 
moves followed, and on 15 October Mr Vyshinsky attended a 
party given by the Yugoslav U.N. delegation in what clearly 
appeared to many of those present as an attempt to embarrass the 
Yugoslavs in the midst of the Trieste crisis.* 

Meanwhile, by the end of the year further steps had been taken 
to normalize relations with the Cominform States. A report 
presented to the Yugoslav National Assembly by the Executive 
Council on 28 January 1954 spoke of favourable developments in 
relations with Hungary, Bulgaria, and Albania, though Rumania, 


1 New York Times, 13 September 1953 (despatch from Belgrade). 
2 Politika, 15 October 1953 * New York Times, 16 October 19572. 
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Czechoslovakia, and Poland still failed to respond to the new 
trend. In March, with the Berlin Conterence having achieved, 
according to ‘Tito, ‘some success’, but having in fact failed to 
resolve main East-West differences, and with a better atmosphere 
concerning the ‘Trieste problem, Tito was re-stating his position on 
the following lines, in an interview with The Times: ‘So long as 
Europe is divided, Yugoslavia will hold to a kind of middle 
position. She can in that position be of much more use to Europe 
than if she were formally tied to a pact. Yugoslavia, it need hardly 
be said, is actually on the side of the Western Powers and her 
interests are identical with those of other European countries 
fighting to preserve peace.’ As to relations with Russia, he added, 
the process of normalization had not moved very far: matters were 
still at the stage of exchanging envoys. Tito had one more grievance 
to air. ‘lo him economic relations were of :nterest too, and in this 
interview—as in some other statements made at about the same 
time—he extended feelers concerning an economic rapprochement 
with the East. The Marshal told the correspondent of The Times: 
‘We consider the first move should come from them, as they were 
the ones who broke economic contacts off at the time of the 
blockade.’! 

Once again, before many months had passed, this wish also was 
granted. Barter agreements were concluded with Eastern Germany, 
Hungary, Poland, and Bulgaria. Finally, on g September, a Soviet 
trade delegation appeared in the Yugoslav capital. After three 
weeks of negotiation an agreement was concluded under which 
Russia would provide Yugoslavia with crude oil, cotton, manganese 
ore, coal, and newsprint. In exchange she would receive—in line 
with her new priorities for consumer goods—meat, tobacco, ethyl, 
alcohol, hemp, caustic soda, and calcium soda. About the same 
time the Soviet Union took another step towards bringing the cold 
war against Yugoslavia to an end: Cominform stations ceased the 
jamming of transmissions from Radio Belgrade, and a ‘clandestine’ 
' propaganda centre known as ‘Free Yugoslavia’ ended its broad- 
casts from Moscow. 

These developments have taken place in spite of further steps 
leading towards Yugoslavia’s integration in Western defence. It 
seems that while moves were being engineered towards achieving a 
détente with Moscow, ‘lito was at the same time working hard to 
strengthen his position in a Western combination and by this 


' The Times, 3 March 1954. 
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means to achieve a reversal of the imminent decision on Trieste 
which appeared likely to be unfavourable for Yugoslavia. Between 
12 and 18 April he visited ‘Turkey. There agreement was reached 
(and later endorsed by Greece) to convert the tripartite friendship 
treaty of February 1953 into a formal military and political 
alliance. This new Balkan Pact, with all the paraphernalia of high 
level staff consultations as well as co-operation between the 
Parliaments of the three countries concerned, brought Belgrade 
into full partnership with Greece and Turkey, both of whom are 
members of N.A.'T.O. 

On his return from Turkey, Tito began to speak of the possibility 
of Yugoslavia’s eventually entering E.D.C.: though he and 
Popovié were both deliberately vague in their statements on the 
subject, being careful not to commit themselves as to whether they 
had in mind the E.D.C. itself or merely a European community 
which might be brought into being after the existing difficulties 
(and especially the Franco-German complications) had been dis- 
posed of. After some procrastinations due mainly to the N.A.T.O. 
commitments of her two partners, Yugoslavia signed on g August 
1954 the new Pact binding her with Greece and ‘Turkey. Speaking 
some six weeks later, on 19 September, ‘Tito told the West that his 
country was ready to enter a European Community, but she looked 
somewhat askance at N.A.T.O. for it was assuming what he 
termed a political colouring. Significantly, this speech of ‘Tito’s 
was reported in the Soviet press. 

In the background, the Trieste problem continued to loom 
large. Obviously bearing this in mind, ‘Tito was carefully watching 
his moves. On 5 October an agreement was finally initialled in 
london bringing the dispute to an end. ‘There is no room here to 
discuss the details of the solution: the fact remains that it ts in the 
nature of a mutually accepted compromise, and that the bitter rift 
between two important Western defence participants 1n that part of 
Europe has come to an end. ‘The Soviet reaction was quick and 
quite unexpected: on 13 October Mr Vyshinsky, in a letter to the 
President of the Security Council, took notice of the new Trieste 
agreement and welcomed it as having been achieved by the 
parties chiefly interested and as being likely to ease tension in the 
area. Here was a complete volte-face; Russia abandoned her pre- 
vious policy on ‘Trieste, and in fact accepted (and thus de facto 
recognized) an agreement which, as The Times said,! ‘a few months 


1 The Times, 15 October 1954. 
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ago they would have hotly denounced as a breach of the Italian 
Peace Treaty’. 

This Soviet action, coupled with the end of the economic 
blockade and with numerous courtesies (of which the most signi- 
ficant was the appearance of Mr Malenkov, Mr Molotov, and Mr 
Khrushchev at a Yugoslav Embassy reception in the Russian 
capital on 28 November when they drank the health of Comrade 
Tito, of the Yugoslav Communist Party, and of the Yugoslav 
people’), constitute the most recent signs of the new spirit arising 
in relations between Moscow and Belgrade. 


By the end of 1954 Tito appeared to have achieved a signal 
success in his attempt to ‘normalize’ relations with the Soviet 
Union. ‘The obvious question to ask is why Russia so eagerly 
responded and extended her olive branches to Yugoslavia. ‘To win 
over Yugoslavia would, no doubt, add enormously to the prestige 
of the present rulers in Russia, but such an outcome does not seem 
likely. ‘Tito could have repented in 1948 from a position of weak- 
ness. Repentance in 1954 could come from a position of strength, 
but the final outcome would be identical in both cases, and a man 
such as ‘Tito so well versed in the technique of Communist 
domination would have no illusions in this respect: now, as then, 
he and his regime could not survive. At the moment Yugoslavia 
may try to enjoy the best of the two worlds, but in essentials she 
seems to be firmly aligned with the West. A parallel could perhaps 
be drawn with a similar situation in the Balkans of the nineteenth 
century. Bulgaria, which attained liberation as the result of the 
Russo-'Turkish war of 1877~78, within ten years became completely 
estranged from Russia. Alexander III withdrew his civil and 
military advisers from Sofia, just as Stalin withdrew them many 
decades later from Belgrade. While Alexander III was alive both 
countries continued to exist completely apart; things began to 
improve with the death of the Tsar, and normal relations were 
finally established. But when the first World War came Bulgaria 
was in the camp of Russia’s adversaries. 


i 


! In striking contrast to past utterances also was the broadcast to Yugoslavia 
on the tenth anniversary of Belgrade’s liberation by General Gundurov of the 
U.S.S.R. Slav Committee: “The blood jointly shed on Yugoslav soil by the best 
sons of the Soviet Union and of Yugoslavia has cemented the historic friendship 
of the Soviet and Yugoslav peoples’ (Moscow Radio in Macedonian, 20 October 
1954) 











Britain and the European Continent 


‘THe revised Brussels Treaty has been generally hailed as a diplo- 
matic masterpiece, providing a last-minute alternative method of 
German rearmament after the French rejection of the E.D.C. Its 
clauses and protocols on the control of the level of forces and of 
arms on the Continent seem to amount to a workable system: the 
German Federal Republic’s voluntary limitation of armaments 
production reassures its partners: and the relationship between 
the organs of Western European Union of the Seven and those 
of the North Atlantic Treaty Organization of the Fourteen has 
been carefully elaborated. Much less clear is the general political 
range of W.E.U. and, in particular, the role which Britain expects 
and is expected to play in it. The new British commitment of 
forces to the European Continent proved, with the Franco- 
(serman agreement on the Saar,’ to be the key to final success at 
the London and Paris conferences. It has further been widely and 
vaguely assumed that, following the frustration of the six-Power 
movement towards federation, Britain is now called upon to lead 
W.E.U., whose main organ, the Council, is to have its seat in 
London. It is interesting in the light of this assumption to examine 
the only parliamentary debates which have at the time of writing 
been held in a major country member of W.E.U.: those in the 
House of Commons and House of Lords last November.* 

Both Houses were naturally concerned with the commitment of 
the present British forces to the Continent for the rest of the 
twentieth century. Announcing the measure, Sir Anthony Eden 
remarked: “They shall stay there as long as our Western European 
Union so determines.’ But reactions to the new pledge were in the 
main extraordinarily mild and colourless. A number of speakers 
emphasized that in past centuries it was more normal to have 
British troops on the Continent than not. Others, including Mr 
Gaitskell, hoped that the commitment of troops to Germany would 
not cost too much or, if it did, that the other Western European 
countries would help Britain out. “The Paris agreements,’ said 
Mr Gaitskell, ‘are of value and benefit to all the Western European 


‘Cf. Documents agreed on by the Conference of Mimsters held in Paris, 
October, 20-23 1954. H.M.S.O. Cmd. 9304. 

®* Cf. Agreement between the Government of the Federal Republic of Germany 
and the Government of the French Republic on the Saar Statute, Paris, October 23 
1954. H.M.S.O. Cmd. 9306. 

* Cf. Hansard, House of Commons, Vol. 533, nos. 182-3; House of Lords, 
Vol. 189, nos, 123-4. 
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countries. 1 cannot see why the cost of those should fall, as it were 
fortuitously, solely on the three occupying Powers.’ Mr Bellenger 
demonstrated how inconvenient it would be if the four divisions 
and the second ‘Tactical Air Force were withdrawn and stationed in 
Great Britain. 

In general the British pledge was calmly received by both 
Houses as an expedient expertly designed to retrieve the European 
diplomatic situation. Thus almost none of those Members who 
opposed or criticized the Paris agreements did so on account of Sir 
Anthony Eden’s pledge. In some measure perhaps this attitude 
was due to the proviso referring to the case of an acute overseas 
emergency.' As Lord Layton pointed out, ‘Our promise to consult 
and accept a majority decision of the Western European Union, 
immensely important as it is symbolically, is also accompanied by 
an escape clause.’ 

If most speakers took a rather pedestrian line on W.E.U., some 
others, mostly delegates to the Council of Europe at Strasbourg, 
expressed more positive views on Britain’s continental role. Mr 
Julian Amery declared: “Ihe Government have recognized that 
we must accept commitments on equal terms with continental 
nations and that we must accept commitments greater than those 
accepted by the United States. Continental statesmen on their side 
have recognized that it is no use trying to build a united Europe on 
a federal basis because there is no possibility of Britain’s accepting 
it.’ Mr Amery even went so far as to hope that some of the power 
of the supranational High Authority of the European Coal and 
Steel Community would be transferred to its inter-governmental 
institutions. Sir Robert Boothby, another prominent strasbourgeots, 
rejoiced at the death of the E.D.C., claimed a part in its murder, 
and welcomed the birth of ‘the conception of a united Western 
Europe under British leadership’. Mr Wade attributed the frus- 
trations of the European movement during the last five years to 
British passiveness. It would be unwise, he said, to forget that 
W.E.U. was much more than a military affair, the object of the 
new system being ‘to promote the unity and to encourage the 
progressive integration of Europe’. Britain and Britain alone could 
provide the drive needed to attain the goal, which was the creation 
of a ‘loyalty to Europe stronger than the old national loyalties’. 
Mr Healey said that on no account must the present or any suc- 


1*This undertaking shall not, however, bind Her Majesty in the event of an 
acute overseas emergency’ (Cmd. 9304, p. 38, Article 6). 
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ceding Government ‘repeat the shabby episode of hypocrisy and 
deceit to which I am afraid the Prime Minister, the Minister of 
Defence, and the Minister of Housing and Local Government 
contributed (when) they gave at Strasbourg a completely false 
impression of their real approach to the European problem’. The 
Minister of Defence (Mr Macmillan), for his part, claimed that the 
European Army proposed by Mr Churchill at the same Strasbourg 
in 1950 was now being realized under Western European Union. 
‘A way has now been found,’ said Mr Macmillan, ‘which enables 
Britain to play her full part, both as a great Imperial and as a great 
European Power.’ 

In the Lords, on the other hand, the leader of the House, Lord 
Salisbury, claimed no more for W.E.U. than that it enabled 
Britain to join the continental members on terms of equality, a 
status impossible with the E.D.C. Lord Layton, the House’s 
expert in European integration, welcomed the agreements but 
feared the bemusement of the public at the spectacle of yet a 
further European organization beyond N.A.T.O. and the Council 
of Europe. Lord Layton was also apprehensive of the ‘insular 
instincts’ of the British which might prevent them from giving 
that lead in Europe without which Western European Union 
could not gather strength. In his concluding speech in the Com- 
mons the Foreign Secretary said: ‘We must try to create in another 
form something of the spirit of unity in Europe which underlay 
the E.D.C. scheme;’ and later: ‘I do not think it is in my power to 
lay down some remarkable economic programme for the new 
Brussels Powers to work out. We have given them certain tasks . . . 
the Saar, for instance, which is very important, and armaments 
production . . . we shall try to work out new proposals which do not 
conflict with existing organizations, which will allow Western 
unity to grow. In other words the lesson of the whole of the 
arrangements is that unity can only grow; it can never be imposed 
in these matters.’ 

The reticence of Members during the debates was probably 
due in part to their preoccupation with the larger questions of 
German rearmament, German reunification, and European rela- 
tions with the U.S.S.R. But it seems nevertheless that neither 
Parliament nor British public opinion as a whole has yet responded 
to the challenge implicit in W.E.U. The Preamble to the Brussels 
Treaty of 1948 expressed the resolve ‘to strengthen . . . the 
economic, social, and cultural ties by which (the Powers) are 
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already united; to co-operate loyally and to co-ordinate their 
efforts to create in Western Europe a firm basis for European 
economic recovery’. In 1954 the ‘modifying protocol’ describes 
the contracting parties as ‘inspired by a common will to strengthen 
peace and security; desirous to this end of promoting the unity and 
of encouraging the progressive integration of Europe’. It is clear 
that the language of 1954 is to some extent influenced by the 
philosophy of supranationalism, as already being practised by the 
E.C.S.C. A comparison of the Brussels Preamble with the Pre- 
amble to the E.C.S.C. Treaty shows the former’s infinitely more 
cautious and conventional character. The latter runs: ‘Considering 
that world peace may be safeguarded only by creative efforts as 
great as the dangers menacing it; convinced that the contribution 
which an organized and vital Europe can bring to civilization 1s 
indispensable to the maintenance of peaceful relations; conscious 
of the fact that Europe can be built only by concrete actions creat- 
ing a real solidarity and by the establishment of common bases for 
economic development; desirous of assisting through the expan- 
sion of their basic production in raising the standard of living and 
in furthering the works of peace; resolved to substitute for historic 
rivalries a fusion of their essential interests ; to establish, by creating 
an economic community, the foundation of a broad and independ- 
ent community among peoples long divided by bloody conflicts; 
and to lay the bases of institutions capable of giving their direction 
to their future common destiny.”! 

It is evident that the Paris agreements commit Britain to nothing 
new other than (1) to abide by a majority ruling of the Foreign 
Ministers of W.E.U. in the rather remote contingency ot Britain’s 
wishing to reduce her continental forces; and (2) to participate in 
the control of the level of arms and forces of the Seven on the 
Continent by a seven-Power agency which has no jurisdiction over 
the greater part of British stocks of arms, which is elsewhere, or 
over the whole of the British armaments industry.? The British 
Minister on the Council of W.E.U. will therefore be voting, as far 
as arms control is concerned, on matters of policy inevitably more 
vital to French and German interests than to British interests. For 
instance, Article 22 of Protocol IV on the arms Agency entitles the 
Agency to satisfy itself that armaments produced by all member 


1Cf. Treaty establishing the European Coal and Steel Community, English 
transl. published by the High Authority of the E.C.S.C., p. 7. 

* Cf. Cmd. 9304, p. 47, Article g: “The operations of the Agency shall be 
confined to the mainland of Europe.’ 
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countries other than Britain ostensibly for export are in fact 
exported.’ Article 10 also requires that the Agency, through its 
inspectorate, should ‘direct its attention to the production of end- 
items and components’,* from which control Britain is again 
exempt. The justification of British participation in W.E.U. on 
the terms agreed in London and Paris is presumably that Britain 1s 
well qualified to act as mediator (probably at the head of the Bene- 
lux group) in case of conflict between France and Germany. 
Britain seems especially cast for this role in the matter of the Saar. 
Under the Franco-German agreement of 23 October the Council 
of W.E.U. is to appoint a European Commissioner for the Saar to 
represent the territory’s interests in foreign affairs and defence 
who will speak for the Saar at meetings of the Council.* Here 
W.E.U. is intended to supervise the observation of a statute to 
which neither Britain nor four other of the member countries are 
parties at all. In general, therefore, it may be said that one of the 
purposes of W.E.U. is to associate Britain institutionally with 
certain decisions principally affecting France and Germany. 
There is clearly need of this mediatory British role, which is 
probably essential to a Franco-German rapprochement. But dis- 
appointment is likely to arise at home and abroad if Britain’s role 
of ‘temporary nanny’ is confused with that of a leader in a crusade 


for European Union. ‘Western European Union’ seems indeed as 


inept a title for Brussels Treaty No. 2 as ‘Western Union’ was for 
Brussels ‘Treaty No. 1. Neither is, in the terms of its statute, 
anything like a Union in the accepted constitutional sense. Both 
are alliances. Brussels No. 2 has, however, a curious hybrid 
feature: a consultative assembly, composed of representatives of 
the Brussels ‘Treaty Powers to the Assembly of the Council of 
Europe, which is to discuss all W.E.U.’s activities but especially 
the control of armaments. This must be the first international 
assembly which has ever publicly criticized the workings of a 
military alliance. 

The terms of association defined in the revised Brussels ‘Treaty 
on the whole suggest that Britain is called upon to preside over 
a regional military alliance. Her European role, which certainly 
coincides with her national interest, will henceforth be to stimulate 
the creation of a single Western European military power while 
preserving the balance of political power between the Western 


1 thidem, p. 49, Article 22 * ihidem, p. 47, Article 10 
> Cf. Cmd. 9306, Article 3(c). 
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European nations which compose it. In the context of the cold 
war Britain’s special task will, it seems, be that of furthering 
Franco-German rapprochement by assuming a certain responsi- 
bility in matters not of immediate concern to herself. 

An important factor in the present intra-European diplomatic 
situation is the French proposal for the standardization and co- 
ordination of arms production. This proposal resulted in the 
Resolution adopted by the nine-Power conference in October that 
a seven-Power working group should study the question in Paris on 
17 January. For both strategic and economic reasons it is desir- 
able that much of Western Europe’s armaments production 
should be co-ordinated. So far the appropriate N.A.'T.O. authori- 
ties have found the framework of the fourteen too large and their 
strategic and economic interests too diverse for standardization and 
co-ordination to be possible except in certain rather less important 
sectors. It is now hoped that the seven nations will be able to 
obtain better results through their geographical proximity and 
common strategic interest. Without, therefore, duplicating work 
done by N.A.T.O., W.E.U. should be able to act as a pressure- 
group on its authorities. Whether all the members of W.E.U. 
agreed on certain measures of co-operation or whether the member 
countries split up into several groups according to the category 
of arms envisaged, the Council of W.E.U. should, it is suggested, 
remain the sponsor® of all the agreements reached. No such 
activity on the part of W.E.U. is prescribed in the new Brussels 
Treaty. If, however, it did come about, very considerable political 
and economic significance would be given to the seven-Power 
regional alliance. Clearly, also, Britain’s position as leader of 
W.E.U. would be judged by the measure of her participation 
in these intra-European agreements for standardization and co- 
ordination. 

Britain’s present continental role in economic affairs arises 
simply from her membership of a number of European institutions 
of which the most important is the Organization for European 
Economic Co-operation, to which the European Payments Union 
is attached. Recently, however, the British Government has signed 


1Cf. Cmd. 9304, p. 51, Resolution on Production and Standardization of 
Armaments. 

2 Of the seven nations members of W.E.U. only one, Italy, does not belong 
to the Central European Command of S.H.A.P.E. 

* It has been suggested that the Council of W.E.U. should appoint an enduring 
ad hoc committee to promote co-operation in armaments production, 
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a treaty of another kind, that of Association with the European 
Coal and Steel Community.' This provides a permanent board of 
association composed of four British members and four represen- 
tatives of the High Authority. The object of this board is co-ordin- 
ated action, following obligatory consultation. In taking this action 
the British Government has begun the second of the three phases 
of British continental action suggested by M. Jean Monnet: 
‘observation; association; membership’. The action 1s perhaps also 
consonant with the philosophy of ‘country-membership’ of Euro- 
pean union which Sir Oliver Franks has lately been propagating. 
We pay our subscription and take on our obligations but not the 
full subscription or all the obligations of the regular members, 
our continental neighbours. It seems to me,’ added Sir Oliver, 
‘that recognition of our positive involvement and giving real effect 
to it... was responsible for the great success of the negotiations for 
a Western European Union.’? 

The delicacy of the British relationship to the Continent in 
1954, as in all the years since the war, is due to the fact that Britain, 
although spiritually and materially the most powerful of the West- 
ern European nations, is disqualified by a number of familiar 
circumstances from leading the movement towards European 
Union. The six-Power federal movement, which dated from 1950, 
was an attempt to bring about the union without Britain. At 
present this attempt seems to have failed, partly, no doubt, on 
account of five years of British equivocation and half-heartedness 
in regard to continental problems. Western European Union 1s, 
as Mr Julian Amery suggested in the House of Commons, a 
fresh chance for British leadership. But it is also a fresh forum for 
obscurity and vacillation. Little is likely to be achieved by pretend- 
ing at the outset that W.E.U. replaces six-Power federation, un- 
less from the first day onwards ‘Great Britain continues in the lead 
and pursues an active policy of collaboration with our Allies in 


Europe in all the fields of international relationships’ .* 


C..e J 


1 Cf. The Economist, 11 December 1954, p. 890 


( 
*Cf. The Listener, 2 December 1954: “The End of the Old World’, by Sir 
Oliver Franks 


* Lord Layton in the ise of Lords debate 





The ‘New Line’ in Hungary 


Politics and Economics under the Nagy 
Government 


ON 28 November 1954 municipal elections took place in Hungary. 
Viewed from outside the country, these elections seemed to differ 
very little from the previous ones held since 1948, the date of the de 
facto liquidation ot the non-Commuunist parties. Voters were again 
called upon to give their verdict for or against candidates proposed 
by the Patriotic Popular Front, and in effect nominated by the 
Communists. Moreover the results of the elections brought no 
surprises: 97°g per cent of the votes cast went to the official list, 
and only some 110,000 voted against it. ‘l’o all appearances, there- 
tore, there was nothing to justify the authorities’ claim as to the 
‘new’ character of these elections which, according to them, were 
to mark an important stage towards the ‘democratization’ of the 
country. In fact they reflected the ambiguous nature of the 
political experiment which has been going on since mid-1953 and 
which is associated with the name of the present Prime Minister, 
M. Imre Nagy. 


THE BIRTH OF A RIGHT-WING OPPOSITION 

From the political point of view, the chief aim of this experi- 
ment is ‘to re-establish contact between the ruling party and the 
masses, especially the peasants’.! ‘The policy of accelerated in- 
dustrialization pursued by the Communist Government between 
1949 and 1952—a policy whose aim was to make of Hungary, in 
the words of Erné Ger6é’s ambitious slogan, ‘a country of iron and 
steel’—had in fact by the winter of 1951-2 produced an increasing 
state of tension between the Communist bureaucracy and the 
workers, peasants, and technicians. In their efforts to provide the 
raw materials and equipment needed for heavy industry, whose 
expansion was being pushed beyond all reasonable limits, the 
economic authorities had found it necessary to step up exports of 
agricultural produce. ‘lo this end they adopted draconian measures 
in order to extort from the peasants practically the whole of their 
production. After the harvest of 1951 the barns and storehouses of 
the peasants, whether organized collectively or as individuals, were 
stripped bare. There was a shortage of bread and potatoes in the 

1 See article by Imre Nagy in Szabad Nép, 20 October 1954. 
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countryside such as had never been known within living memory. 

The peasants’ anger and the workers’ despair—for they too had 
not enough to eat—were approaching a point where explosion was 
inevitable. The relatively good harvest of 1952 postponed the 
crisis without resolving it; but a growing number of Communist 
leaders were beginning to realize the need to modify not only the 
industrialization Plan but also the Party’s policy as a whole. In 
1950 and 1951 Matyas Rakosi, who had been won over by Geré to 
the policy of out-and-out industrialization, could still dispose of 
his opponents (such as, for example, the former Minister of the 
Interior, Janos Kadar) by methods of repression, handing them 
over to the Security Police (AVO) controlled by his henchman 
Gabor Peter. But by 1952 opposition within the Party’s Central 
Committee itself had become too strong to be eliminated by mere 
police methods. 

This opposition was led by the Party’s foremost agricultural 
expert, Imre Nagy. A Communist of the Moscow Old Guard, 
Nagy, possibly because of his rural background coupled with his 
past as an industrial worker, remained more sensitive to the ‘voice 
of the people’ than did the ideologist Rakosi, living in remote 
authority. Nagy’s opposition, moreover, goes further back than 
1952. As early as 1948 he had protested against the speeding-up 
of the collectivization campaign which followed on the expulsion 
of the Yugoslav Communist Party from the Cominform. At that 
time he was provisionally removed from the Politbureau; but after 
his rehabilitation in 1951 he returned to the attack on the Rakosi 
Government’s economic policy. Since then he appears to have 
received some encouragement from Moscow, where certain experts 
also viewed with anxiety the growing unpopularity of the regime in 
Hungary. Stalin himself, in his last pamphlet, Economic Problems 
of Socialism, published in September 1952, lent, if involuntarily, 
some support to what might be termed the Hungarian Communist 
‘Right Wing’. For he there envisaged the possibility of a conflict 
between ‘the relationships of production and the forces of pro- 
duction’—in other words between the Communist Governments 
and the working masses, the organizers and the producers—in the 
event of the leaders ‘persisting in applying a mistaken policy’. 
It was with Stalin’s book in hand, seemingly, that Nagy and his 
friends urged a more equitable policy which might ward off the 
crisis that threatened. 

The uncertainties which arose in the highest strata of the Soviet 
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State and Party after the death of Stalin accelerated the develop- 
ment of the new schemes in Hungary. For some months the leaders 
there (as, no doubt, in the other satellite countries too) were 
virtually left to their own devices by Moscow. But Rakosi, Gerd, 
and their associates were concerned to profit by this interregnum 
in order to consolidate their own positions. ‘The elections of May 
1953 were organized completely on the old lines as if nothing had 
changed in the Kremlin or the world. Rakosi’s team even went so 
far as to draw up, without the knowledge of the other members of 
the Politbureau, a new Plan which in its general lines reflected the 
same unbridled ambitions as its predecessor. 

Imre Nagy and his colleagues reacted violently to these steps. 
In the end Rakosi, Geré, Nagy, Farkas, and Dobi were all sent to 
Moscow, where Malenkov acted as arbitrator in the dispute. ‘Time 
was pressing, and action had to be swift if Hungary was not to be- 
come the scene of events similar to those of Pilsen and Berlin, and 
if disorder was not to spread throughout the countryside. Rakosi 
was asked to bow to higher authority and give up the Premiership 
to Imre Nagy, while Nagy received encouragement in his scheme 
for putting into effect a new policy, on the lines of the NEP, which 
would be in conformity with the policy of appeasement inaugur- 
ated by Malenkov and his colleagues. 


THE CHANGE-OVER TO COLLECTIVE LEADERSHIP 

After the delegation’s return to Budapest a meeting of the 
Central Committee was at once convened. It adopted, on 28 June, 
a number of decisions which concerned changes in the leadership of 
the Party and in the Government, rather than the introduction of a 
radically new policy. On 2 July 1953 Rakosi resigned from the 
Premiership, and on 4 July his successor, M. Imre Nagy, presented 
his Government to Parliament. His inaugural speech caused a 
sensation: he roundly condemned his predecessor’s policy and in 
place of the forced march towards industrialization announced a 
programme based on an improvement in the standard of living and 
a return to legality. 

Partisans and opponents of the regime alike vied in discussing 
this move: did it signify a retreat dictated by tactical considera- 
tions, or a more far-reaching modification of aims? But the ques- 
tion seems to be badly framed. Ever since the advent of the Soviets, 
Communism has always had a two-fold aspect: on the one hand it 
might envisage, the bringing-about of a complete domination 
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imposed by terrorist methods (Leftist Communism, planning 
pushed to the limit, collectivization), while on the other hand it 
might aim at infiltrating by means of a policy based on the true 
aspirations of the workers. Doubtless the objective of M. Imre 
Nagy, no less than of M. Rakosi, is the maintenance in power of 
the Party, but that need not prevent either of them from enter- 
taining diametrically opposed ideas as to the means to achieve it. 

In June 1953 Imre Nagy emerged victorious. But his victory was 
by no means complete. ‘Taking as its model the new organization 
of power in the U.S.S.R., the regime in Hungary moved over from 
‘personal’ to ‘collective’ leadership, to a policy of balance and com- 
promise. But although some too zealous partisans of the earlier 
policy were eliminated from the Politbureau and the Govern- 
ment, the men mainly responsible for that policy, Rakosi and 
Geré, remained. Rakosi was appointed Secretary, and later on in 
August first Secretary, of the Party, while Geré retained his post as 
Senior Deputy Prime Minister and further was given the key 
position of Minister of the Interior.! 

Rakosi’s group was checked but not crushed; and it lost no time 
in profiting by the ferment aroused throughout the country by the 
swift change of policy. On 11 July 1953 Rakosi, addressing the 
activists, made it plain that the Party machine was in no wise 
resigned to abandoning the controls. True, he recognized the 
mistakes of the past, afhrmed the need for a new policy, and gave 
his blessing to the Nagy Government; but the new policy, he 
emphasized, should be kept within limits compatible with the 
Party’s authority and prestige. The most important part of his 
speech was addressed to Communist officials in the rural districts. 
He declared that, though the collectivization campaign was to be 
pivvisionally suspended, collectivization remained the supreme 
end in view. The Communist Party would oppose with all its 


strength the dislocation of the collective sector; only a few co- 
operatives which had been formed under compulsion and had 
proved quite unworkable would be authorized to dissolve. The 
Government was in fact later compelled to intervene against the 
movement to abandon the co-operatives, which in many districts 
had been assuming formidable proportions at the height of the 
harvest. 


' Unlike the U.S.S.R., where the foremost place in the hierarchy is occu- 
pied by Malenkov, the Prime Minister, and where the first Party Secretary, 
Khrushchev, is only No. 3, in Hungary Rakosi continues to occupy the first 
place, with Nagy, the Prime Minister, as a ‘brilliant second’. 
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THE NEW POPULAR FRONT 


From the summer of 1953 onwards the whole political and 
economic life of Hungary bears the stamp of the ambiguity in- 
herent in a leadership within which two opposing trends exist, the 
one reformist and the other extreme Stalinist. As for M. Nagy 
himself, he relied for support on some members of the Politbureau, 
in particular Antal Apro, the former trade union leader, and later 
on Mihaly Farkas, who rejoined him rather from opportunism 
than from conviction; on the majority of the intellectuals, whether 
avowed Communists or sympathizers; and, lastly, on unorganized 
public opinion which, after some hesitations, had come to recog- 
nize in him the defender of their aspirations towards a sort of 
Hungarian ‘Titoism. Against him were the majority of the higher 
Party officials, who feared, and still fear, that the ‘liberalization’ 
embarked on by the new Government might soon overstep the 
limits originally set for it. Accustomed to command a terrorized 
populace, the Party machine is alarmed at the prospect of a popular 
reawakening and fears that it may be swept aside by a populace 
which might interpret as signs of weakness the concessions granted 
to it. 

The Popular Patriotic Front, whose formation Nagy announced 
to the Party Congress of May 1954, is itself the result of a com- 
promise between the two rival trends within the Communist 
leadership. It seems that originally Imre Nagy and his friends 
(among whom the peasant writers Paul Szabo and Péter Veres 
have played a particularly active part) thought of making the 
Popular Front a genuine mass organization which would open its 
doors to elements of the population that had hitherto remained 
outside political life. While seeking to retain control of this Front, 
the Communists of the Nagy trend appeared willing to accord a 
considerable share in its leadership to the non-Communist intel- 
ligentsia. In this way the Front could serve as liaison between the 
country and the Government, which was handicapped by its lack 
of a popular basis. It would thus compensate to some extent for 
the absence of a Peasant Party, whose reconstruction would have 
involved risks which M. Nagy himself would not dare to incur. 

But even this timorous conception of a Popular Front could not 
obtain the support of the Left-wing group. This group feared, in 
fact, that the leadership of the Front might move from the Com- 
munists into the hands of the non-Communist elements, and that 
the Front might be transformed into a second party which would 

Cc 
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become the main party in the country and the instrument of 
democratization. It was therefore decided after prolonged dis- 
cussions that (1) the Front should not be a mass organization but 
merely an assembly grouping together the Communists, their 
satellites, and some independent elements chosen at will who could 
participate as individual members; and (2) the Front should not 
possess local organizations but merely local Committees which 
should be of a ‘representative’ character, taking into account the 
preferences of the local population. 

It was on these lines that the Front was finally organized. ‘True, 
the formation of the Committees gave rise to some incidents. Local 
Communists tended to constitute them in such a way as to ensure 
for themselves a comfortable majority of 60 or 65 per cent; 
whereupon the inhabitants, taking literally the encouragements 
dispensed by the press, in some instances appealed to the higher 
authorities who intervened and annulled the Committees in 
question. Fresh ones were then set up in which the Communists 
were in a minority. But such cases were exceptional. In the country 
as a whole the operation was accounted a ‘success’ for the Party 
machine. Nevertheless, if the aim of the Front was, as one of the 
protagonists of the Nagy policy, the ‘populist’ sociologist Ferenc 
Erdei, proclaimed, to enlist the political activity of the passive 
and indifferent elements, this aim was at least partially achieved. 
Many new men appeared on the Front Committees, members 
both of the old and of the new intelligentsia, and even some well- 
known figures of the past who had remained in the background 
since 1947. The composition of the Front Committee in Budapest, 
for example, will serve to demonstrate the character which the 
authorities sought to give to these Committees. It is presided over 
by a former (non-Communist) Mayor of the city; its vice-chairmen 
are the secretary of the Party Committee in Budapest and the 
deputy chairman of the Municipal Council; its secretary is the 
local secretary of the Peace Committee; and among its members 
are two heads of industrial concerns, a university professor, a 
Catholic canon, a Protestant bishop, a General, a Stakhonovite 
carpenter, a journalist, a sculptor, and the secretaries of the Youth 
Movement, the Trade Union Confederation, and the Women’s 
Union.? 


' Szabad Nép, 15 October 1954. On 31 October Erdei became Minister of 
Agriculture. 


*'The Front Congress met on 24 October 1954 and elected as national 
Chairman the ‘populist’ writer Paul Szabo 
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By and large, these proportions were observed in the Com- 
mittee membership throughout the country. ‘The composition of 
the municipal Councils elected on 28 November also followed 
similar lines. It is interesting to note that the Government, 
through a series of decrees adopted on the eve of the elections, 
considerably extended the economic and financial powers of the 
popular Councils. The elections took place under the aegis of 
the Popular Front emblem—a tricolour cockade with the promis- 
ing slogan ‘Independence’. Naturally, the post-electoral role of 
the Front is still ill-defined; but it seems that the Nagy trend has 
hopes of making it into a living organization, with roots in both 
town and country, which may eventually serve as a counterpoise 
to the preponderant Party machine. The newspaper Szabad Nép 
will henceforth have a dangerous competitor in the erstwhile 
independent paper Magyar Nemzet, now promoted to be the organ 
of the Front, which numbers among its editors several well-known 
journalists including the former Secretary of State Géza Losonczy, 
recently liberated and rehabilitated. ! 


VICISSITUDES OF THE NEW ECONOMIC EXPERIMENT 

If the Right and Left trends within the Hungarian Communist 
Party were strongly opposed on the political plane, their differ- 
ences in the economic sphere were even more violent. ‘The struggle 
seems to have reached its culminating point at the last plenary 
session of the Central Committee which met in Budapest on 
1 to 3 October. The discussions which then took place between 
the representatives of the two trends can be reconstructed from 
articles in the daily Szabad Nép: a report of 10 October; com- 
mentary of 11 October; account of a speech by Istvan Kovacs, 
of 12 October; a somewhat sensational article by Imre Nagy, of 
20 October; a resolution of the Committee, published on 22 Oc- 
tober; and an article of 27 October by Zoltan Vas, who after having 
been removed from the post of head of the National Plan Office in 
1952 by his implacable rival Ernest Geré appears to have acquired 
increasing influence under the Nagy regime and is at present chief 
of the newly-created Government secretariat. 

On 14 October discussions took place concerning a report on 
the economic situation presented by the Plan’s Chairman, Béla 
Szalai*, a member of the Politbureau. This report can be summar- 


' Losonczy was arrested for Titoism at about the same time as the former 
Ministers Janos Kadar and Gyula Kallai. 
~ince then replaced as head of the Plan Office by Andor Berei. 
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ized as follows: the Government has succeeded, by means of a 
series of measures introduced since July 1953, in increasing the 
purchasing power of the public, and in particular of the peasants; 
but it has failed to provide light industry and agriculture with the 
impetus necessary to satisfy this increase; and the growing gap 
between expanding purchasing power and stagnant production 1s 
creating a danger of inflation which is forcing the Party and the 
Government to reconsider treir whole economic policy. 

The positive results, as far as the improved standard of living is 
concerned, seem undeniable. Since June 1953 the Government has 
decreed two reductions in prices, the first affecting over 800 
articles of clothing and the second some 10,000 varieties of con- 
sumer goods. Thanks to these reductions the population has been 
able to realize economies of something like 1,500 million florins. ? 
The amount of the virtually forced loan of 1953 and 1954 was 
perceptibly reduced. The Government also adopted spectacular 
measures to appease the peasants. The debts they owed in the form 
of deliveries to the State were annulled or reduced, and the penal- 
ties inflicted for failure to deliver agricultural produce at the 
appointed time were likewise cancelled. Their taxation arrears 
were annulled in whole or in part, and at the same time com- 
pulsory deliveries were reduced while the prices paid for produce 
were increased. A more advantageous system of contracts between 
the State and the peasants was introduced. Moreover, the Govern- 


ment reduced the rates paid for loans of agricultural machinery, 
introduced free veterinary and administrative services for the 
whole agricultural community, and suppressed the ‘black list’ of 


kulaks. 


Parallel with these measures of appeasement in the countryside, 
certain categories of workers, notably the miners and metallurgists, 
received wage increases representing an annual rise in total wages 
of'some 762 million florins. Pensions were also increased, housing 
construction was speeded up, and retail trade improved to such an 
extent that 100,000 licences were granted to small shopkeepers and 
artisans who wished to reopen their shops. As a result of all these 
measures workers’ wages in the first half of 1954 were 15-8 per 
cent above the figure for the corresponding period in 1953 (when, 
incidentally, they had reached the lowest level since 1949). At the 
same time average prices for consumer goods fell by 8-3 per cent. 
The food situation improved considerably, especially as to bread, 


' Cf. resolution of the Central Committee of 31 October 1953. 
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flour, and sugar; though supplies of beef, fats, and tinned meat are 
still precarious. 

So much for the positive side of the experiment. But the nega- 
tive side of the balance still weighs heavily. 

First and foremost, agricultural production is still advancing 
much more slowly than was anticipated. True, there have been 
some positive results. ‘The area sown has been increased, and a 
fresh impulse has been given to vine and fruit growing, which had 
been neglected in previous years despite the importance of this 
sector for the country’s export trade. Production of vegetables has 
been stimulated, notably that of onions and paprika, both of them 
export items; and pig production, with an increase of 1,100,000 
head, has reached the highest level since the liberation. 

But these results still fall far short ot the hopes entertained in 
1953. [he production of the State farms, which are short of skilled 
technicians and labour, remains unsatisfactory. A large proportion 
of the agricultural co-operatives, despite their recent reform, still 
produce less than the individual peasants.' Delays in the delivery 
of farm machinery on order have held up the advance of modern 
methods in farming. Only 51 per cent of the tractors ordered had 
been delivered by October 1954. Agriculture has also not benefited 
by the regrouping of cadres decided on in 1953.” 

Secondly, the rate of conversion of a part of heavy industry to 
production of consumer goods and agricultural machinery has also 
been too slow. The modified plan for 1954 envisaged a reduction of 
2 per cent in the production of capital goods, as against an increase 
of 16 per cent in that of consumer goods. But even these modest 
plans have not been realized; the building industry in particular 
has lagged behind. Thus, on paper, investment in the industries 
working for consumption has been raised from 4:3 to 7-9 per cent 
of total investment, but in practice light industry has not greatly 
profited by this increase. 

The situation in the basic industries is not much more satis- 

1 According to an article in Szabad Nép (3 November 1954), a quarter of the 
co-operatives are functioning really badly, and the majority of them are running 
at a loss. In another article in the same paper (28 October 1954), Ferenc Erdei, 
appointed Minister of Agriculture on 31 October, deplores the tendency of the 
peasants in co-operatives to increase their own plots of land at the expense of the 
collective land. These peasants still regard collectivé work as a form of forced 
labour; they give their best efforts to work on their own plots, whose produce 
they sell on the free market. 

2 In the 1954 Budget investment in agriculture represented 24 per cent of the 


total, as against 13-7 per cent in 1953. But only 50 per cent of these credits had 
been utilized by the end of September 1954. 
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factory. The iron and steel industry, the building materials in- 
dustries, and coal-mining have all failed to reach their targets even 
though these had been lowered. Coal production, in particular, 
was 350,000 tons behind schedule in September, and the position 
deteriorated further in October-November. Industrial life as a 
whole seems to be suffering from exhaustion. 

What has made the situation even worse is that production costs, 
instead of falling, as was anticipated, by 0-2 per cent, have in- 
creased by 2-8 per cent. The Government had forecast a modifica- 
tion of the wage system, aimed at stimulating the worker’s interest 
with a view to an increase in productivity and a reduction in 
production costs; but these decisions have not been carried out. 

A third source of anxiety for the Communist leaders is to be 
found in the practically unchanged level of Budget expenditure 
as compared with the fall in receipts.! In recent years administra- 
tive expenditure has increased much more rapidly than national 
income.? Other inflationary factors are the unsound economic 
position of many factories; the over-liberal credit policy of the 
National Bank; and the rapid development of certain investments 
such as those devoted to the colossal construction of Sztalinvaros.® 

From this brief sketch it will be seen that M. Erné Geré was 
not wrong when he affirmed, in a speech given at Szolnok,‘ that 
the increase in the standard of living and in trade on the home 
market has only been obtained ‘on credit’, by utilizing reserves, 
cutting down investment, and ‘mortgaging the future’. The Nagy 
experiment has, in fact, reached a point where failing the applica- 
tion of a definite and energetic policy the threat of inflation could 
soon become real. 


FUTURE OF THE EXPERIMENT: ADVANCE OR RETREAT? 
The October session of the Central Committee gave the adver- 
saries of M. Nagy the opportunity to draw up a veritable indict- 
ment of the new policy which in their view was both demagogic 


' Budget expenditure for 1954 was fixed on 18 June at 47,925 million florins, 
as against 49,028 million in 1953. Anticipated income was estimated at 49,794 
million florins. The fall of 12 per cent in yield from direct taxation, which from 
4,220 million florins in 1953 fell to 3,696 million in 1954, was to be compensated 
by the rise expected from the increase in production, in turnover tax, and from 
the profits of State industries. But this increase has failed to materialize, and on 
the other hand expenditure on investment has gone up 

* Cf. article by G. Bacs in La Revue Statistique, September 1954, according 
to which between 1949 and 1953 the number of technicians per 1,000 workers 
rose by 24°5 per cent and that of administrative personnel by 12 per cent. 

* Cf. article by Zoltan Vas, Szabad Nép, 27 October 1954. 

* Szahad Nép, 18 October 1954. 
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and opportunist. Two important trends can be discerned in their 
criticisms. The first came from the Communist cadres of the big 
industrial centres. Echoing an opinion fairly widespread among the 
workers, these cadres reproached the Government with wishing to 
make the industrial workers foot the bill for the ‘peasant experi- 
ment’. Citing the recent increase in prices of certain farm products, 
they demanded energetic Government intervention to control 
prices. , 

It seems that at the Central Committee session the spokesmen 
of ‘proletarian’ discontent made common cause with the ‘techno- 
crats’ whose opposition crystallized around the former ‘dictator 
of Hungarian economy’, Erné Gerd. Relying on the support of a 
number of economic experts, Ministers, and leading heavy in- 
dustrialists, Geré had warned the Government in May (on the 
occasion of the Party Congress) against the serious consequences 
that might ensue from a continuation of the existing policy of 
détente. As the situation since then had not improved, Geré and 
his supporters seem at the last session to have advocated a com- 
plete reversal of policy. Their proposals apparently included a new 
monetary reform which would wipe out the increased purchasing 
power of the peasants, to be followed up by a series of draconian 
measures calculated to reduce the growing Budget deficit; the 
immediate application, despite all protests, of the rationalization 
measures in administration and industry decreed some time ago; 
and a reform of the wage system, which would involve a reduction 
in workers’ incomes, at any rate until a perceptible increase in 
productivity had been achieved. 

To the arguments of these experts—which were reasonable 
enough from the purely financial point of view—the supporters 
of the new experiment replied by stressing the need to give 
priority to the political standpoint rather than to economic con- 
siderations. In the present circumstances, they declared, the first 
priority for the Party was not to balance the Budget but to 
‘strengthen the alliance between the proletariat and the peasantry’. 
All economic policy should be subordinated to this end.' True, the 
realization of the ‘June programme’? is coming up against in- 
creasing difficulties. But, according to the supporters of the new 
policy, these difficulties are due not so much to the over-ambitious 
nature of the programme as to (1) the mistakes of the preceding 


' Cf. in particular article by Imre Nagy, Szabad Nép, 20 October 1954. 
? i.e. of June 1953. 
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Government, the consequences of which are now emerging much 
more clearly than in June 1953;' and (2) the resistance shown in 
certain leading circles to the realization of the new programme. 
M. Nagy’s supporters have stigmatized the attitude of the ‘man- 
agers’ who ‘don’t want to make tools and small agricultural 
machinery instead of heavy machinery’, and of heads of concerns 
who ‘behind a new mask have every intention of continuing in their 
old ways’. Certain leaders of heavy industry seem to be convinced 
that the new policy is nothing but a tactical expedient which will 
not last, and they are therefore sabotaging reconversion. Others 
blame the Government for abandoning the industrialization policy, 
not grasping that the aim is to bring about industrialization in more 
balanced conditions. Finally, no less disastrous for the success of 
the experiment is the attitude of the managers and officials who 
show an ‘excessive liberalism’ in carrying out Government de- 
cisions and who tolerate fraud and pursue a demagogic wages 
policy in the factories, while in the countryside they close their 
eyes to peasants’ evasion of their deliveries and taxes. 

As between a retrograde spirit and anarchy, between a return to 
Stalinist practice and a complete laissez-aller, the supporters of 
the Nagy experiment have tried to pursue a middle course. In the 
end they succeeded in getting adopted by the Central Committee a 
resolution affirming the rightness of the ‘June programme’ and 
making an improvement in the agricultural situation the Govern- 
ment’s first preoccupation. Fresh measures are therefore to be 
adopted to ‘interest the peasants effectively in every form of in- 
crease in their production’. As for industry, its ‘regrouping’ is to be 
accelerated. Investments in the light industries and in food pro- 
duction are to be increased at the expense of heavy industry. 
Finally, a whole series of measures are to be taken to increase 
productivity, to improve quality, especially in the industries work- 
ing for export, and to reduce production costs. 

There is to be no turning back, M. Imre Nagy announced 
triumphantly in an article in Szabad Nép (20 October 1954)—an 
article in which, while not mentioning them by name, he pilloried 
the policy pursued during the earlier years by Rakosi, Gerd, and 
their colleagues. The press greeted the resolution published after 
the Central Committee’s meeting as symbolizing the triumph of 
the partisans of the ‘new course’ and of economic expansion over 
the defenders of the old order. The impression of the Nagy trend’s 


' Cf. speech of I. Kovacs, Szabad Nép, 14 October 1954. 
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victory was strengthened by the announcement, on 14 October, 
of the rehabilitation ot certain Communist personalities ‘unjustly 
arrested and condemned’ during the years 1950-2. ‘The release of 
Janos Kadar, who has just been appointed Party Secretary for a 
Budapest district, of Gyula Kallai, now put in charge of all the 
Party publications, and of G. Losonczy was followed by that of 
Anna Keéthly, a Socialist leader well known in the West. 

But once again Nagy had to be content with a limited victory. 
The two Cabinet reshuffles which have taken place since the 
October meeting only succeeded in removing some of Geré’s 
henchmen. As for Geré himself, with his habitual astuteness he 
has managed at the eleventh hour to range himself on the side of 
the majority. The resolution of 3 October now has no more zealous 
upholder than he; and on 17 October, in a speech at Szolnok,’ he 
said: “Those who show themselves incapable of understanding 
the Party’s new policy should be removed from their posts, how- 
ever great their loyalty to the Party; and those who wilfully oppose 
this policy should be swept away... .’ 

Significantly, it is among the ‘intellectuals’ that M. Nagy’s 
victory has aroused the greatest enthusiasm. This enthusiasm is 
not entirely disinterested: it is, in fact, easier to carry out the pro- 
fession of propagandist in the service of a Government that wishes 
to ‘go towards the people’ than under the iron rod of an intolerant 
bureaucracy. But whether or not they were personally concerned, 
writers and artists seized the opportunity to praise the new policy 
while at the same time criticising the old. Nevertheless, the 
Minister of Popular Culture, M. Joseph Darvas, felt it his duty to 
raise his voice in reproof against the ‘spirit of rivalry’ which ‘is 
showing itself in certain literary circles where each man tries to go 
one better than his neighbour in denigrating the action of earlier 
Governments’.? 

In protesting against the ‘revival of anarchist and petit bourgeois 
opinions’ in the writings of his colleagues, Darvas voiced the fears 
of many Party and State officials in the face of an ‘encouragement 
of the critical spirit’ which threatens their privileges. ‘They there- 
fore doubtless breathed a sigh of relief at the news of the return to 
Hungary on 21 November of Matyds Rakosi, the Party’s first 
Secretary. Rakosi’s prolonged absence—for he had made no pub- 
lic appearance since 22 September—had, in fact, given rise to all 


1 Szabad Nép, 18 October 1954. 
2 Szahad Nép, 21 November 1954. 
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kinds of rumours. It was generally believed that his sojourn in the 
U.S.S.R. would be the prelude to a discreet setting on one side, 
for ‘health reasons’, of Stalin’s erstwhile lieutenant in Hungary. 
These rumours have now been dispelled. Rakosi has resumed the 
Party leadership; and there is reason to think that he will busy 
himself in restraining rather than encouraging the ‘reformist’ 
policy initiated by Imre Nagy. In this connection it is significant 
that M. Rakosi’s first political action after his return was a speech 
in which he reproached Paul Szabé, the national President of the 
Popular Front, for having criticized in too violent terms the activi- 
ties of the Democratic Youth Union (D.1.Sz.). M. Rakosi let it be 
clearly understood that he intends to defend the supremacy of the 
Party over this satellite organization, whose control the Nagy 
group seemed anxious to remove from it to the advantage of the 
Popular Front. 

The outcome of the struggle between the two trends remains 
uncertain; it depends to a great extent on developments in the 
sphere of international politics. The Nagy group seems to have a 
link with the group in the Kremlin which stands for an inter- 
national détente. Any stiffening in the attitude of the U.S.S.R 
towards the West (such as might result from the ratification of the 
Paris treaties) might therefore favour the designs of the opposing 
faction. 


Pakistan: The Scene Today 


On 24 October 1954 the Governor-General of Pakistan, Mr 
Ghulam Mohammad, dismissed the Cabinet headed by Mr 
Mohammad Ali, proclaimed a state of emergency, and declared 
that the country’s Constituent Assembly, which had just completed 
the drafting of a new Constitution for Pakistan, had lost the 
confidence of the people and could no longer function. These 
dramatic events came as no real surprise in Pakistan. All through 
September and October it had been becoming clearer almost day 
by day that a political crisis of the first magnitude was brewing. 
Towards the end of September the country had been surprised 
by the terms of an Amending Bill to the Government of India Act 
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(which forms the basis of Pakistan’s present Constitution), which 
was introduced by a private member and passed on the eve of the 
Prime Minister’s departure for America to discuss the all-import- 
ant question of American economic aid to Pakistan. The effect of 
this Bill, which was subsequently passed, was to bind the Governor- 
General in future by the advice of his Council of Ministers—a 
provision which did not exist in the Government of India Act 
although it was adhered to as a convention in day-to-day adminis- 
tration—and to empower the Prime Minister to dismiss Ministers, 
a power up till then held by the Governor-General. 

The Governor-General immediately flew back to the capital 
from the Frontier Province which he had been visiting, and the 
Prime Minister left for the U.S.A. the next day. It seems reason- 
able to assume that the Bill limiting his powers was passed without 
the Governor-General’s previous knowledge and that a crisis had 
been brewing which possibly made it necessary for the Prime 
Minister’s position to be strengthened before leaving the country. 
Immediately on the Prime Minister’s return to Karachi on 
23 October, after a midnight conference between the Governor- 
General and himself, the Governor-General’s announcement was 
made and a new Government was formed under Mr Mohammad 
Ali with the Commander-in-Chief, General Ayub, as Defence 
Minister, Major-General Iskander Mirza as Minister for Home 
Affairs, and Mr Ispahani, former High Commissioner in London, 
as Industries and Commerce Minister. 

To understand these events it is really necessary to go back seven 
years, to 1947, when the British Indian Empire came to an end 
and the Indian sub-continent was partitioned on the principle of 
religious determination, the only principle which appeared either 
acceptable or possible. Pakistan then became a country of two 
parts: West Pakistan, comprising the former Provinces of Sind, 
the North-West Frontier Province, and the western half of the 
Punjab, together with Baluchistan and the States of Khairpur and 
Bahawalpur; and East Pakistan, comprising the predominantly 
Muslim eastern half of the old Bengal plus the Sylhet district of 
Assam. These two areas, separated by nearly 1,000 miles of Indian 
territory, linguistically quite different, and having few cultural or 
social contacts with each other, were to form the two parts of one 
country, the new Dominion of Pakistan. 

The new Dominion’s Constitution was simply a new form of 
the Government of India Act of 1935 under which British rule in 
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India had functioned; and although an inaugural session of the 
Pakistan Constituent Assembly, which was to act both as a Con- 
stitution-making body and as a Legislature, was held as early as 
1947, actual Constitution-making turned out to be a slow business. 
In March 1949 an Objectives Resolution was passed laying down 
the main principles on which the Constitution was to be based, 
and in the same month a Basic Principles Committee was set up to 
hammer out details. But problems soon arose, particularly over the 
representation of the various Provinces in the proposed Federal 
Legislature and on the question of the State language—whether it 
should be Urdu, the language of the Western half, or Bengali, the 
language of the Eastern half. Ultimately, and largely due to Mr 
Mohammad Ali’s energy and initiative, some progress was made 
and a formula produced which would give equality of representa- 
tion to the east and west in the Federal Government. 

Meanwhile other forces have been at work. Earlier on elections 
had been held in the Punjab and the N.W.F.P. which resulted in 
satisfactory working majorities for the Muslim League. This party 
had represented the Indian Muslims before partitition and had 
inherited power in Pakistan at the time of the withdrawal of the 
British; its acknowledged leader was Mr Jinnah, Pakistan’s first 
Governor-General. In March 1954, however, the Muslim League 
suffered a severe and indeed ignominious defeat in the East 
Bengal (East Pakistan) elections, and a new Party, the United 
Front, was swept into power with an enthusiasm born of growing 
disgust with the Muslim League administration of the Province. 
It was not so much a vote for the United Front as a vote against 
the Muslim League; but it greatly reduced the League’s prestige 
in the whole of Pakistan. Led by two mature politicians, the aged 
Mr Fazal-ul-Hug and Mr Suhrawardy, and representing a 
majority of the population of the whole country, East Bengal at 
last had become a force to be reckoned with and not a poor relation 
of the West. 

Unfortunately for Pakistan, Mr Fazal-ul-Haq, the new Premier, 
on a visit to Calcutta and elsewhere made a number of statements 
which seemed to indicate that his ambition was for East Bengal to 
become a single independent unit, or perhaps even to merge with 
India. Almost simultaneously, serious rioting broke out in a 
number of industrial towns in East Bengal; the new Provincial 
administration failed to control these riots adequately, and they 
led to serious loss of life. To the Central Government in Karachi, 
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predominantly Muslim League, it seemed that law and order was 
breaking down, and in the er.d, on the advice of the Cabinet, the 
Governor-General dismissed the Huq Ministry and the Central 
Government took over the administration of East Pakistan. 
Major-General Iskander Mirza, the then permanent Secretary of 
the Central Government’s Defence Ministry, was sent there as 
Governor under reserve powers accorded to the Governor- 
General under the Government of India Act. Serious floods then 
made the plight of the Province even worse, but by the end of the 
summer law and order had been established and most of the flood 
damage repaired, and the Province embarked on a period of rela- 
tive peace. 

The immediate events leading to Mr Ghulam Mohammad’s 
suspension of the Constitution are even more complicated. ‘There 
had been growing antagonism between the members of the 
Constituent Assembly and the Governor-General for some months 
preceding his decision, and a certain amount of disagreement also 
existed between the Punjab members and the East Bengal mem- 
bers over the final form of the Constitution, which was on the verge 
of being passed into law. But what ultimately brought matters to 
a head was undoubtedly the Constituent Assembly’s approval, 
on 21 September 1954, of a Bill amending the Constitution in such 
a way as to curtail the powers of the Governor-General. These 
measures would, in any case, probably have become law in a matter 
of a few months, since at that time they were in the process of being 
embodied in the Draft Constitution Bill. ‘lo hurry them through 
three months beforehand seemed to indicate a threat to the 
Governor-General’s position, which in any case would not have 
been secure under the new Constitution since the President of the 
new Republic was to be an elected one. It is too early yet to assess 
the merits and demerits of the Governor-General’s action, but 
certainly Pakistan has been given a Government, undemocratic 
as it may be, which has the power to do more good for the common 
man (who probably represents over go per cent of the population) 
than any of its predecessors. ‘That is not to say that Mr Moham- 
mad Ali’s Government was not a good one. It had inherited many 
problems, notably the Constitutional one, from earlier days, and 
with tremendous effort it had solved many of them. Mr Moham- 
mad Ali himself had been largely responsible for his country’s 
alignment with the West in a defensive Muslim crescent with 
Turkey at one point and Pakistan at the other. By his efforts and 
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personality his country had obtained generous American economic 
aid, the only possible salvation for its immediate balance of pay- 
ments problems. But this was not enough. Political wrangling 
and rivalry continued, not only between East and West Pakistan 
but between the separate Provinces of West Pakistan itself; and 
mutual distrust between Provincial politicians provided a threat 
to Pakistan’s security which the Governor-General considered had 
to be met. 

Certainly the new Government has been well received by all 
sections of the community, and hardly a voice has been raised in 
opposition to it. On 22 November, in a special broadcast to the 
nation, the Prime Minister announced that it was the unanimous 
decision of the Government that the Provinces and States of West 
Pakistan should be abolished and the whole area welded into one 
political and administrative unit. ‘The Prime Minister argued that 
in the Government’s view the unification of West Pakistan as a 
complement to the already homogeneous unit of East Pakistan was 
the only possible solution and once this step had been taken the 
tasks of framing a new Constitution for the country as a whole 
would become simple, since East and West would be placed on a 
footing of equality. ‘The Legislatures of the North-West Frontier 
Provinces and the Punjab have already passed resolutions approv- 
ing this move, and it is expected that Sind will fall into line shortly. 
The Punjab has also magnanimously agreed that for a period of 
ten years it will accept only 40 per cent representation in the West 
Pakistan Legislature although it is entitled, on the basis of popula- 
tion, to a representation of 56 per cent. The States of Bahawalpur 
and Khairpur and the Baluchistan States’ Union have also en- 
dorsed the Government’s decision. ‘There seems little doubt that 
Sind will also do so, particularly seeing that the Government’s 
abolition of Provincial and State boundaries is supported by 
Mr Khuhro, the new Chief Minister. The administrative prob- 
lems in changing over to a single unit for West Pakistan are im- 
mense, but already committees have been formed to draw up 
plans for implementing the Government’s decision. This new 
administrative set-up may, incidentally, result in a move of the 
present capital, Karachi, to a more central place in West Pakistan. 


ECONOMIC ASPECTS 


Pakistan has also had its economic ups and downs. For the most 
part these have been the result of the stresses and strains which have 
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confronted all South and South-East Asian countries since the end 
of World War II, and particularly those countries which have been 
trying to expand their economies by changing over from a basic- 
ally agricultural economy to a partly industrialized one. At the 
time of partition Pakistan, by the accident of geography, inherited 
only a small part of British India’s industrial wealth. Although she 
grew the major portion of the world’s jute, in 1947 the new 
Pakistan did not possess a single jute mill. Although good quality 
cotton is produced in the rich alluvial plains of the Punjab and 
Sind, only a few spinning and weaving mills existed. This position 
contrasts strongly with the extensive jute fabricating industry in 
the hinterland of Calcutta and the powerful cotton textile indus- 
tries of Bombay and Ahmedabad. Moreover India inherited an 
efficient iron and steel industry, coal mines, and many other 
resources. 

It will thus be seen that Pakistan had to start practically trom 
scratch in the industrial field. An industrial policy was soon evolved 
which had the primary aim of converting the agricultural economy 
to a semi-industrial one. It was decided to concentrate mainly on 
those industries which could utilize the main produce of the 
country, and consequently cotton and jute mills figured promin- 
ently in Pakistan’s development programme, which also in- 
cluded other basic industries such as iron and steel, ship building, 
fertilizers, and cement. ‘The plan for industry, boldly and cour- 
ageously conceived, also made provision for a basic power scheme 
for increasing the power potential, the improvement of transport 
facilities, and plans to increase the agricultural output. ‘Today, 
seven years after partition, while the plan has still some years to 
run, it would be difficult to find fault with the original concept. 

Like many of her neighbours in South-East Asia, Pakistan is an 
exporter of raw materials and an importer of capital and consumer 
goods and industrial raw materials. With the exception of the 
Korean war period, the prices of these raw materials have steadily 
fallen, while those of capital and consumer goods have, for the 
most part, remained steady. As a result, the terms of trade have 
moved against the more backward countries in favour of the more 
industrially developed countries of the West. If, while this process 
is going on, a backward country embarks on a policy of industriali- 
zation which requires for its execution the import of capital and 
other goods from abroad, stresses must be expected to develop in 
its economy. ‘This is precisely what has happened in Pakistan. In 
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order to industrialize the country Pakistan has had to tighten her 
belt somewhere, and a restrictive import policy has had to be en- 
forced to save the country’s gold, dollar, and sterling reserves, 
already halved since the Korean war years, from being further 
depleted. Today few countries in the world can be more short of 
consumer goods than Pakistan. Nevertheless, this division of for- 
eign expenditure in favour of capital goods and raw materials 
should, in the long run, pay dividends because the new industries 
now being set up there will ultimately save the country expendi- 
ture on imports. In the course of the next few years the pattern of 
Pakistan’s imports, which in 1947 consisted largely of raw materi- 
als and consumer goods, should show a greater emphasis on the 
import of industrial goods which Pakistan cannot hope to produce 
herself for many years to come, and a reduction in that of consumer 
goods which the country is able to manufacture itself. As a result 
of the industrial policy embarked on in 1947 Pakistan is now self- 
sufficient in jute goods and is fast approaching self-sufficiency in 
cloth and many other products such as cement, paint, sugar, cer- 
tain chemicals, and paper, all of which had to be imported seven 
years ago. 

Pakistan’s most important economic development has probably 
been the discovery two years ago of large reserves of natural gas 
at Sui in Baluchistan. ‘The country is short of coal, and needs to 
import both coal and furnace oil; the discovery of this gas there- 
fore promises to be of the greatest importance to its economy, and — 
the laying of pipe lines down the Indus valley to Karachi has al- 
ready begun. When Pakistan’s industries have been able to adapt 
themselves to using this gas considerable quantities of furnace oil 
and coal will be saved. 

By these and similar projects Pakistan is slowly but surely be- 
coming a semi-industrialized country with the emphasis not so 
much on exports as on satisfying internal needs. Admittedly, this 
policy has not been carried through without many aches and pains. 
New industries sometimes temporarily run out of raw materials, 
and the overall control of imports constitutes a great administra- 
tive burden for the Government. But substantial progress has been 
made, and goods of Pakistan manufacture are now freely available 
in the bazaars throughout the length and breadth of the country. 
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